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REVIEW 


HE overpreduction of statistics has now 

reached the stage where business is suf- 
fering from statistical poisoning, a chronic 
condition marked by mental uneasiness and 
swooning spells. onomic information is 
said to be so abundant that the average 
business man will not make a decision until 
he consults some statistical oracle; thus 
statistics, not men, are ruling industry 
There is another aspect of the situation, 
aside from the glut itself, and that is the 
quick availability of statistics. Business has 
become hypersensitive. Executives increas- 
ingly pay more attention to what the other 
fellow is doing, and thus mass action has 
become the order of the day; in a flash, 
ten thousand executives may decide to re- 
trench and cancel all orders. Multiplied 
a few times, this group of business: men 
become the “forces of recession.” More 
about this on page 6 (Statistical Jitters). 


_— engineers will tell you that every 
now and then people get them back into 
a corner and whisper confidentially: “What’s 
the dope on television?” Television has 
been talked about so much that everyone 
is expecting it to blossom out any day; but 
somehow it doesn’t. However, in 1939, tele- 
vision will get a real boost, even though 
it will probably be restricted to a few big 
cities. In fact, for many years it may be 
confined to large metropolitan areas, since 
the limit of transmission is the horizon 
(ultra-short waves do not bend). You can 
now buy a receiver for from $100 to $1000. 
= — see page 5 (1939—Television 
ear). 


ANY companies have. studied the influ- 
ence of color and have used color 
principles in advertising and sales work, but 
relatively few have made use of these prin- 
ciples in their factories. In. the future they 
will. Color makes people fast or slow, in- 
creases or decreases individual. production. 
Under red light, for example, muscular ac- 
tivity is almost twice what it is under or- 
dinary light. See Color—Our New Star 
Salesman, page 20. 





Current Comment 


SCIENCE, EMPLOYMENT AND PROFITS 


F we look at industry as a whole, with- 
out inquiring into particular cases, we would conclude that technological 
unemployment is a myth, because statistics show no decrease in the fraction of 
our population gainfully employed during the last few generations, in which 
machine production has become important. This is because technology has 
created so many new industries and has so greatly increased the market for 
many commodities by lowering the cost of production to make a price 
within reach of large masses of purchasers. 





In individual instances, however, technological unemployment may be a 
very serious social problem, as in a town whose mill has had to shut down, or 
in a craft which has been superseded by a new art. Here the fact that techno- 
logical unemployment does not exist as measured by over-all statistics is of 
small comfort to the families whose wage earners have lost their jobs. 


I believe that two principles should guide us in these matters. Improved 
products and services should be made available to the public, and not forcibly 
stopped to protect any entrenched business or any group of workers who 
would be thrown out of jobs by the change, but with this proviso: the change 
should be made in a manner to afford generous protection to the workers 
affected by it. This is ‘a definite job for management, in which efficiency 
should be tempered by humane considerations (an attitude which, I believe, 
makes for real efficiency in the long run). 





Various methods are available for reducing the shock of technological 
changes, such as retraining workers, gradual changeover to fit the normal turn- 
over of personnel (as followed by the telephone companies in introducing auto- 
matic switching), pensions and unemployment insurance, efficient employment 
agencies for labor exchange, cooperation among industries of a community to 
synchronize layoffs in one company with new employment in another, etc. 


In any case, I believe that the fundamental criterion for wise procedure in 
this matter, as in every other, is that the predominant motive must not be quick 
profits or temporary advantage, but best ultimate service of the public. How 
this is best accomplished is the great job of every business management. 


KARL T. COMPTON, 
President, Massachusetts Institute of Technology. 
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THE MANAGEMENT INDEX* 


Abstracts and News Items 





GENERAL MANAGEMENT 


Dog Fights and Organization 
Charts 


A fairly successful owner-manager 
of a pre-war manufacturing business 
once said, “Organization? Huh! I 
just throw a man in, and if he’s any 
good he’ll make a place for himself.” 

Anyone with organization experi- 
ence will readily picture the result of 
such a policy. The good man will 
make a place for himself, and the best 
man will win—but the one may be a 
good bluffer and the other the best 
politician, The chance that the good 
business man or the best executive will 
have an opportunity to rise to the top 
is small, as they are usually not built 
for that particular brand of dog fight. 

But can we say that there is no merit 
whatever to the gentleman’s idea of 
dog-eat-dog? Is not a modicum of 
dog-eat-dog essential to the efficient 
operation of any live enterprise? Let 
us pursue this idea further. 

Every business should have an or- 
ganization chart; this is axiomatic. 
But in drawing up organization charts, 
three serious mistakes are frequently 
made. 


The first and basic mistake lies in 
thinking of an organization as a ma- 
chine, rather than as a structure of 
intangible human abilities. 

A second common error is the fail- 
ure to realize that organization is a 
continuous process. Human abilities, 
and the requirements for combinations 
of abilities, change faster than is gen- 
erally realized. An executive who 
does not reconsider his organization 
setup every six months in the light of 
human and other changes is not cov- 
ering his job. 

The third error which is often made 
lies in believing that an organization 
chart represents anything other than 
a rough idea of a temporary group of 
conditions. 

Organizing is the assembling of a 
human jigsaw puzzle in which the 
pieces never exactly fit; like Alice, 
they change their relative sizes from 
time to time. The intelligent organi- 
zer indicates borders of authority and 
responsibility only roughly so that he 
may watch the process of adjustment 
and legitimatize new alignments as 
they take place and become apparently 


*For publishers’ addresses or information regarding articles or books, apply to AMA headquarters. 
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desirable. In other words, he accepts 
the inevitability of flux. 

A sales manager may possess a keen 
sense of product requirements and the 
technique of satisfying them. He may 
thus dominate engineering design or 
product policy. The treasurer may 
have a peculiar bent for solving cer- 
tain sales problems, and so on. The 
smart chief executive makes maximum 
use of the varied and unduplicated as- 
sortments of abilities enclosed in his 
human packages. In truth, he adopts 
a bit of the dog-eat-dog policy. 

This is no policy for a lazy man. 
It entails constant watchfulness to see 
that friction is minimized and to stamp 
out attempts to make political hay. 
The executive who undertakes this has 
assigned himself a permanent job— 
but if that is not as it should be, what 
is the permanent job of the chief ex- 
ecutive? By Thomas R. Jones. Dun’s 
Review, December, 1938, p. 5:4. 


Prospects and Perils of Research 


In the results of scientific research 
there is usually some of the bitter with 
the sweet. For every technical prob- 
lem solved, a social problem tends to 
arise. That is the price of progress; 
but if the results are too devastating 
on too many people, it is dangerous to 
overlook them. 

In the first decade of our century, 
when Germany began to synthesize 
indigo at 15 cents a pound, fully one 
million more natives of India than 
usual starved to death because there 
was no market for their natural indigo 
at $4 a pound. In this case, the bene- 
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fit of research was that the men and 
women of the world could wear bright 
colors more cheaply than ever before. 
The detriment was a million prema- 
turely dead Hindus. 

In 1898 Sir, William Crookes pre- 
dicted that the world would be starv- 
ing by 1930 because there would not 
be enough compounds of nitrogen 
available to supply the necessary fer- 
tilizer for the world’s cereal crop. He 
had in mind only the supply of chile 
saltpeter. However, in 1912, with the 
perfecting of Fritz Haber’s process for 
the fixation of nitrogen from air, this 
bugaboo of starvation was forever 
laid. 

But there is a sequel. By 1913 the 
Haber process was in full swing in 
Germany, making not only nitrogen 
compounds for fertilizer but convert- 
ing them into nitric acid for explo- 
sives. Had it not been for the success 
of this process, the World War could 
not have lasted six months, for the 
British navy effectively shut Germany 
off from the chile saltpeter deposits. 
Germany would have run out of ex- 
plosives. The world saved itself from 
possible future starvation—and then 
tried to blow off its own head. 

Down South, the mechanical cotton- 
picker seems to be knocking at the 
door of success. If it proves to be 
practical, should the million negro cot- 
ton-pickers that it will displace be per- 
mitted to starve as did the Hindu vic- 
tims of synthetic indigo? This would 
be more than a little dangerous, not 
to say inhumane. 

Medical research has made possible 
an increased life-expectancy which 


The Managemen: Review 





everyone rightfully applauds. But if 
present trends continue, 12.2 per cent 
of the population will be over 60 in 
1950, and by 1980, 20.4 per cent will 
have passed the threescore mark. In 
a bare 42 years, unless the medicine 
men find some way of staving off 
senility, one man out of five may have 
his hand out for support. Who's go- 
ing to support them? Here is an un- 
fortunate result of the noblest of re- 
search enterprises—the prolonging of 
human life. 

Within the next few years, research 
laboratories will seek to solve many 
of the problems which challenge us 
today. For instance, though we have 
succeeded in producing synthetic rub- 
ber, its price is four times too high. 
The wool which is now being manu- 
factured from cow’s milk is weaker 
than the real stuff, and not nearly so 
warm. While salesmen from one of 
the glass companies have recently been 
wearing glass-fiber underwear, it’s still 
rather ticklish business. And though 
astounding changes have occurred in 
the field of synthetic plastics, we lack 
a material strong enough and inex- 
pensive enough to be used for the 
inner surface of dwellings. 

These are but a few of the fields 
to which industrial research may be 
directed in the future. In all this 
work, industrialists would be wise to 
look beyond the products they are 
creating. It is high time that serious 
efforts were made to buffer the dis- 
tressing and evil effects that the fruits 
of research may bring about. By C. 
C. Furnas. Vital Speeches of the Day, 
December 15, 1938, p. 135:4. 
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1939—tTelevision Year 


Of all the technological advances 
now on the horizon, none has caught 
the interest of American business men 
more than the imminence of a public 
television service. In the immediate 
future, television will open a new mar- 
ket for the sale of every component 
which goes into the making of trans- 
mitters and receivers. More remotely, 
it offers a new advertising medium 
which may conceivably be the most ef- 
fective ever devised. 

But unlike Minerva, television will 
not spring full-grown from its father’s 
head. Service in 1939 seems probable 
only for New York City and Los 
Angeles. It will be another year be- 
fore there will be television shows in 
any of the other principal cities and 
before they provide a market for the 
sets now being constructed by a half 
dozen manufacturers. 

Technically, television is an achieve- 
ment of the highest magnitude. Under 
average conditions the pictures re- 
ceived in favorably situated homes are 
steady, clear, reasonably bright, and 
contain sufficient detail for the pre- 
sentation of nearly any type of sub- 
ject. Prices of receivers range from 
$100 to $1000; sets with the largest 
screens (8 by 10 inches) cost $400 up. 

However, television has a few very 
definite limitations. For one thing, 
the limit of transmission is the hori- 
zon (ultra-short waves do not bend) ; 
thus it is economically feasible to 
serve only the densely populated re- 
gions in urban areas. Again, televi- 
sion cannot be syndicated simultane- 
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ously to many stations, as in network 
sound broadcasting. 

‘There have been no direct indica- 
tions that advertising is coming into 
television right away. Indeed, present 
licenses do not allow it. Calculations 
of the broadcasters indicate that 400,- 
000 television sets must be in homes 
in the New York area—where the new 
venture will start—before an’ adver- 
tiser can afford to sponsor and pay for 
the complete costs of a program. The 
guesses are that this will take from 
five to ten years. Business Week, De- 
‘ cember 31, 1938, p. 17:15. 


Statistical Jitters 


The great growth of | statistical 
knowledge about industry and trade, 
the enhanced availability of current in- 
formation as to what is going on in 
the world, and the development of 
business forecasting and other forms 
of economic and political soothsaying 
have been coincident with a decline in 
the vigor of business enterprise. Far 
from alleviating the excesses of the 
business cycle, the activities of fore- 
casters and peddlers of economic pro- 
phecies are probably making them 
worse. 

This is not to deprecate the very 
real advantages which have been con- 
ferred by these sources of business 
knowledge. But while forecasters have 
flourished, the spirit of enterprise has 
languished; and the spreading of 
knowledge has made the seesaw of 
business boom and depression more 
‘ violent. Why is this the case? 
Business fluctuations flow from the 


decisions of individual business men. 
When these decisions are predomi- 
nantly on the affirmative side, tending 
toward expansion, we have a boom; 
when they are on the negative side, we 
have a slump. The nearer the ap- 
proach to unanimity in the sentiments 
which motivate these decisions, the 
more violent the movement. The avail- 
ability of all kinds of statistical in- 
formation and the instantaneity of 
present-day communication make for 
hy persensitiveness throughout the busi- 
ness community, cause business men 
to pay more attention to what other 
business men are doing, and so in- 
crease the likelihood of mass action 
rather than individual initiative. 
What are the results? The whole 
business community has become vola- 
tile, jittery and unstable. The con- 
cept of the business cycle has become 
almost fatally ingrained in our think- 
ing. We have become morbidly intro- 
spective, seeking to analyze the state 
of business confidence. We spend 
much of our time trying to guess what 
the reactions of others will be. Many 
of our markets, notably the stock and 
commodity exchanges, become char- 
acterized by what someone has called 
“negative elasticity,” a condition in 
which—exactly contrary to normal 
supply-and-demand _relationships—an 
advance in price causes an increase in 
buying, and a decline in price causes 
a decline in buying and an increase in 
selling. Why? Because the partici- 
pants are trying to beat the game. 
We were not wrong in seeking to 
turn the light of knowledge on the 
ways of business, but we are now in 
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that stage of understanding with ref- 
erence to the business cycle where a 
little knowledge has proved to be a 
dangerous thing. If we still had a lot 
of ignorant business enterprisers, who 
had never heard of the business cycle 
but who barged in bullheadedly on 


OFFICE MANAGEMENT 


Office Workers’ Earnings ~ 


The annual tabulation of office work- 
ers’ earnings made by the Division of 
Statistics and Information, New York 
State Department of Labor, indicates 
that clerical workers employed by 
manufacturing concerns in the state 
in October, 1938, were receiving an 
average weekly salary of $34.19—26 
cents more than in October of the pre- 
vious year. However, it is ‘entirely pos- 
sible that this increase in average earn- 
ings is due as much to the laying off 
of low-paid office employees as to a 
general rise in salary scales. Average 
weekly earnings of all factory workers, 
including both shop and office, 
dropped 36 cents over the same period. 

Four industry groups—printing and 
paper goods; stone, clay and glass; 
furs, leather and rubber goods; and 
textiles—reported average clerical 
earnings more than a dollar higher 
than in October, 1937. The highest 
average salary ($38.89) prevailed in 
the printing and paper goods trades; 
the lowest ($24.98) was reported for 
the fur, leather and rubber goods 
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the assumption that this is a rich coun- 
try and that the future is going to be 
bigger and better than the past, we 
should not have to worry about achiev- 
ing real business recovery. By Mal- 
colm P. McNair. Credit and Financial 
Management, December, 1938, p. 20:2. 


group. The general average compares: 
with $31.85 in October, 1933, and 
$36.94 in October, 1929. 

An analysis of reports from a 
smaller number of firms which re- 
ported separately for male and female 
workers shows average weekly earn- 
ings for men office workers to be 
$43.52, while women received an aver- 
age of $22.23. 

The major study was based on data 
received from representative concerns 
employing a total of 44,040 workers. 
The Industrial Bulletin, November, 
1938, p. 487:2. 


Mail Sorting Saves $350 Annually 


During a single day’s checkup on 
the outgoing mail of Kol-Master Cor- 
poration, as many as six different let- 
ters were found to have been dis- 
patched under separate envelopes to 
the same addressee. The ‘total excess 
postage for that one eight-hour period 
amounted to more than 75 cents. 

In order to obviate this unnecessary 
expense, stenographers were instructed 
to hold mail until 11:45 and until 
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4:45, at which times correspondence 
was turned over to a single clerk for 
sorting. Envelopes accompanied let- 
ters; thus the clerk’s job was quickly 
handled, and all mail. reached the post 
office at the proper time.. To expedite 
the process of sorting, metal desk files, 
with spaces for mail to each branch, 
were installed. 

Since this plan has required no extra 
help and caused no delay in the dis- 
patching of mail, the actual cash sav- 
ing on the postage bill is estimated at 
$350 annually—not much, perhaps, 
but nevertheless an appreciable sum 
for a manufacturer whose business is 
handled almost exclusively through 
small retail outlets. By Arlean Marsh. 
American Business, October, 1938, p. 
55:1. 


Layout and Flow of Office Work 


, Eighty per cent. of all office work is 
handled on routines by more than 70 
per cent of the entire office personnel— 
executives and clerical workers com- 
bined. But in the great majority of 
offices, no flow of work exists. Work 
doesn’t flow, it moves spasmodically— 
about the most expensive manner in 
which work could be moved. The im- 
portance of routines, flow of work, and 
proper physical layout of equipment 
is, indicated by the fact that in the 
average office, if every routine is 
studied and corrected, a payroll saving 
of from 10 to 25 per cent or more can 
be effected, while volume capacity can 
be increased 25 to 334 per cent. 

The volume and nature of the work 
to be handled will largely determine 





the kind of flow to be used. Work 
may be moved according to time in- 
tervals, as, for example, by means of 
a regular 20-minute desk-to-desk mes- 
senger service operating on a regular 
route. The work may be conveyed di- 
rectly to the respective desks, or de- 
livered to the departmental supervisor 
and distributed by her within the de- 
partment. 

Another type of flow is that which 
moves both as to quantity and schedule 
—e. g., the “block system,” a widely 
used device for. handling large quan- 
tities of orders. The average number 
of orders to be handled daily is’ de- 
termined, and the time required ‘to 
handle a “block” ‘of orders is estab- 
lished by time-studying each’ step in 
the routine: For example, 2100 /or- 
ders are to be handled within ‘seven 
hours and 50 minutes, which have been 
divided into five-minute periods. There 
are 84 periods, or blocks, in the day. 
By: dividing’ 2100 -orders:' by 84, .'we 
have 25 orders to the block. . There- 
fore, if it requires five minutes to 
handle 25 orders on each: step, and’ 
there are 10 steps in the ‘routine, it 
will require 50 minutes to put’ each 
block through the routine. With 84 
dispatching periods in a working: day, 
we are assured that, so long as the 
schedule is maintained, 2100 orders 
will have been cleared at the end of 
the day. Sufficient personnel is as- 
signed to each step, so that, regard- 
less of the varying amount of time re- 
quired to handle the block, in each 
step the work is so balanced that no 
more than five .minutes will be re- 
quired to clear the block. This is the 
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most complicated, yet the most accur- 
ately adjusted, of all flow methods, 
and is widely used where great vol- 
umes of work must be handled and 
speed is a major requirement. By 
Harold C. Pennicke. NOMA Forum, 
December, 1938, p. 3:4. 


Plans for Reducing Overtime 


With the recent enactment of the 
wages and hours law, business must 
control overtime more closely if costs 
are to be held within reason. One 
successful plan of reducing overtime is 
to require everyone who authorizes 
overtime work to make ‘out a writter 
form, explaining the reason for it, the 
approximate number of hours in- 
volved, and the number of people re- 


quired. He must fill in an overtime | 
authorization slip, estimating the cost, * - 
and sign a statement that the cost of ~_ 
the overtime is to be charged to his.” 


department. This slip must be ap- 
proved, in many offices, by a company 
officer or ranking executive. 

In many companies the mere inau- 
guration of this written approval plan 
will bring about an immediate and 
drastic reduction in overtime. It will 
force better planning of work so that 
much overtime, resulting from some- 
one’s delay in reaching a decision, or 
someone’s demand for immediate ac- 
tion, is eliminated simply because an 
executive will think twice before sign- 
ing a slip authorizing the extra ex- 
pense. 

Where season work piles up, it is 
often next to impossible to avoid over- 
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time, but there are several methods of 
preventing too much overtime. Alert 
office managers often have lists of em- 
ployees trained to handle two or more 
types of work, and these may be called 
upon in rush periods. Another prac- 
tice is the “fill-in” job method. When 
work is slack in one department, em- 
ployees are put to work on.some fu- 
ture job; or periodical jobs, such as 
addressing, report preparation, etc., 
may be done on this fill-in method. 
Like so many other office problems, 
the overtime headache can be solved if 
it is tackled far enough in advance, if 
each department. cooperates, and if 
routines are-planned before rush peri- 
ods. . American Business, November, 
1938, p. 33:2. 


Problems, Methods and Results 
- of Training Office Employees 
_and Supervisors ) 


When the testing program and orien- 
tation procedure at the Tennessee Val- 
ley Authority indicated that stenog- 
raphers and typists required more ex- 
perience in complicated typing and 
technical dictation, corrective typing 
classes designed to build speed and to 
reduce errors were organized. Formal 
classes met three hours a week for 
periods of three months; participation 
of employees was voluntary. Stenog: 
raphers and typists were given two 
months’ training in the centralized sten- 
ographic unit before they were trans- 
ferred to positions as stenographers 
and secretaries. Special classes in 
transcription of shorthand notes were 
organized, with the result that errors 
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in transcription were reducéd to a min- 
imum, and speed increased. 
Orientation week, part of TVA em- 
ployment procedure, is designed to 
familiarize new employees with the 
history of the Authority, its objectives 
and growth, and the relationship of 
their jobs to the whole organization. 
Office manuals are used as a means 
of continuing employee training. An 
office training bulletin, which outlines 
correct secretarial practices, is circu- 
lated monthly among stenographic and 
clerical employees. A daily news in- 
dex, providing news of the general 
program and progress of the Author- 
ity, is available upon request. 
Organized sessions devoted to super- 


visory training are also held. A meet- 
ing of higher ranking supervisors, such 
as division chiefs and section heads, is 
held once each week, and after a short 
lecture and discussion on a previously 
assigned topic, personnel case studies 
and supervisory problems are pre- 
sented. Fundamentals of scientific 
management, concerning both person- 
nel and the office, are stressed. As a 
result of these meetings, some super- 
visors have begun working out better 


. promotional plans, defining minimum 


requirements and integrating their or- 
ganizations. Job training, consequent- 
ly, has been greatly facilitated. By 
John F. Pierce. NOMA Forum, De- 
cember, 1938, p. 9:4. 


PRODUCTION MANAGEMENT 


Industrial Economics: Labor and Capital, Legislation, 
Wage Theory, Migration 


Hours of Work in American 
Industry 


Full-time hours, most conveniently 
defined as the number of hours per 
week beyond which a shop is normally 
not expected to work, have steadily 
declined in this country over the last 
century. Since 1890 they have been 
reduced, roughly, 18 hours in manu- 
facturing, 16 in building, 12 in rail 
transportation, and 25 in both anthra- 
cite and bituminous coal mining. 

In the last half century the greatest 
reduction took place during the years 
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of the World War and of the NRA. 
Since the passage of the NRA, and the 
subsequent expansion of trade union- 
ism and the adoption of laws regulat- 
ing hours of labor, the work week in 
coal mining declined from 48 to 35 
hours; in manufacturing, from more 
than 50 to close to 40. In building, the 
change in average full-time hours was 
slight, largely because the 40-hour 
week had become quite common even 
before the NRA; and on the railroads 
the 48-hour week remained unchanged. 
In manufacturing and coal mining, 
close to one-half of the total reduction 
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in hours since 1890 was accomplished 
during the past five years. 

With the reduction in average hours, 
the range of hours worked among man- 
ufacturing industries has tended to de- 
cline. Thus in 1890 the range was 25 
hours a week—the difference between 
77 hours in the canning industry and 
52 hours in newspaper and magazine 
printing. By 1929 the difference be- 
tween the longest (55 hours in the cot- 
ton goods and cane sugar refining in- 
dustries) and shortest (45 hours in 
women’s clothing) week had become 
10 hours. Hours of union labor have 
been uniformly less than those of un- 
organized trades. 

Throughout most of the period 1890- 
1937 there were likewise large regional 
differences in full-time hours within 
nearly all industries. On the whole, 
the longest week in manufacturing has 
persisted in the South, and since 1919 
the shortest week has prevailed in the 
Pacific States. Following the enact- 
ment of the National Industrial Re- 
covery Act, regional differences tended 
to decline, and this trend may be ex- 
pected to continue under the Fair La- 
bor Standards Act. 

Statistics show that the movement of 
full-time hours is an inadequate and 
often misleading index of actual hours. 
They also show that a material reduc- 
tion in the length of the full-time week 
does not necessarily stabilize employ- 
ment. Thus, in bituminous coal min- 
ing, average weekly hours worked dur- 
ing the first seven months of 1938 were 
21.4. Since 35 hours was the full-time 
week, the miners lost in this period 
38.9 per cent of their potential full- 
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time hours. This compares with 44.2 
per cent lost in 1932, when the full- 
time week was 48.6 hours and business 
conditions were much worse. By Leo 
Wolman. Bulletin 71, National Bureau 
of Economic Research, November 27, 
1938. 20 pages. 


More Pay Security 


Two noteworthy plans for stabiliz- 
ing workers’ incomes were recently an- 
nounced. 

Early in December the Germanow- 
Simon Machine Co., of Rochester, 
N. Y. (makers of watch crystals and 
thermometers) reported a savings plan 
for helping men laid off in slack sea- 
sons which differs widely from Gen- 
eral Motors’ new benefit plans for 
loans payable in work after re-em- 
ployment. 

Germanow-Simon’s 150 workers 
have agreed to leave 6} per cent of 
their weekly pay in a savings account. 
When they work 40 hours a week, they 
will receive pay for only 37} hours. 
But if orders drop and the work week 
is cut to 32 hours, employees will still 
be paid for 37} hours by drawing 
from the savings fund. As a further 
effort to stabilize employment, the 
company is delaying manufacture of 
a new product until other products’ 
sales lag. 

Meanwhile the Edwards Motor Co., 
automobile dealers in Delafield, Wis., 
reports the success of a guaranteed- 
work plan, built up over the last four 
years, which covers 75 per cent of the 
company’s employees by three differ- 
ent types of contracts: Guaranteed 
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work for one year is given to some 
workers, for three months to others, 
and for six weeks to the remainder of 
the 75 per cent total. The other 25 
per cent will be subject to layoff if 
business slackens. 

Contracts set a guaranteed minimum 
monthly wage—80 per cent of the pre- 
vious monthly earnings; should the 
worker’s pay fall behind that amount, 


the company will make up the differ- 


ence by loans, to be repaid when pay 
checks rise above the guaranteed rate. 
All contracts also provide for a full 
month’s pay to any discharged worker. 
If layoffs become necessary, employees 
will be notified six weeks in advance 
(in the case of the six-week contract 
holders) or three months in advance 
(in the case of the other two groups 
of contract holders). Forbes, Decem- 
ber 15, 1938, p. 24:2. 


Incentive Taxation Already 
on Statute Books 


Recent proposals of tax incentives 
for profit-sharing plans have been 
coolly received by labor’s spokesmen, 
who have evinced greater interest in 
stability of employment and higher 
wages. A fact not generally realized 
is that tax-saving incentives are al- 
ready provided in the Federal Social 
Security Act and various state unem- 
ployment insurance laws to induce em- 
ployers to give steady employment. 

Systems of guaranteed. employment 
which qualify for the tax credit under 
the Social Security Act must guarantee 
in-advance 30 hours of wages for each 
of 40: calendar weeks (or more, with 
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one hour a week deducted for each 
added week guaranteed) in 12 months 
to all employees in one-or more estab- 
lishments of an employer, who must 
give security—satisfactory to the state 


agency—for the fulfilment of such . 


guaranty. Employees may be required 
to serve a probationary period of 12 
weeks before they are included under 
the guaranteed employment plan. Em- 
ployers having such plans must con- 
tribute to a guaranteed employment 
account in a state fund until such ac- 
count reaches 7} per cent of the em- 
ployer’s annual payroll. 

All the states but seven have pro- 
vided varying tax credits for employ- 
ers with good employment experience, 
but only California, Indiana and Min- 
nesota have provided for exempted 
guaranteed employment plans. Wis- 
consin permits exempted benefit plans 
of private employers, but credit offset 
is not available. 

Whether it will be cheaper for a 
manufacturer to pay the unemploy- 
ment insurance tax in full and reserve 
liberty of action to lay off his workers 
whenever profitable orders drop off, or 
to incur the expense involved in: guar- 
anteed employment—or assured in- 
come plans for workers—depends in 
each case on circumstances peculiar to 
the company’s business. By Gustav R. 
Stahl. Barron’s, December 26, 1938, 
p. 7:1. 


_ Labor Turnabout 


For years, most labor unions have 
bitterly fought management’s plans to 
install new and more efficient machin- 
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ery. Late in November, however, came 
evidence of a drastic change in union 
thinking, when representatives: of the 
American Federation of Hosiery Work- 
ers (CIO) signed new contracts with 
the Gotham Silk Hosiery Co. affecting 
4000 workers. Under the terms of the 
contracts, labor actually urges manage- 
ment to install new machinery and to 
keep the mills operating at peak effi- 
ciency. 

Specifically, according to Roy E. 
Tilles, Gotham’s president, the com- 
pany agrees “to purchase and install 
additional new-type, long-section, high- 
speed machines, if and when business 
conditions, earnings and profits... 
shall warrant.” And both company 
and union agree “to work coopera- 
tively to obtain the highest possible 
eficiency of operation in all mill de- 
partments.” 


Another significant fact about the 
new agreements points to more stable 
operating conditions: For the first time 
in the industry, the contracts will run 
for three years instead of one. Forbes, 
December 15, 1938, p. 22:1. 


The National Labor Relations Act: 
Success or Failure? 


What are the causes of the difficul- 
ties we are experiencing under the 
Wagner Act? ' 

Legislation which is not based on 
popular: consent ‘is: difficult to enforce. 
Since. the Wagner Act has lacked the 


popular consent of employers, it was 


to. be expected that both the Act and 
the Labor Boardi would be: damned: 


January, 1939 : 


It has been claimed, however, that the 
attempt of many employers to beat 
the Act has been the real cause of 
many of their complaints against the 
Board. 

Another cause of our present diff- 
culties is said to be the failure of many 


-employers to accept collective bargain- / 


ing as a fundamental democratic right. 
The scarcity of outstanding leaders in 
the labor movement is apparently an- 
other reason for management’s dissat- 
isfaction—though some students of 
labor problems claim that the types 
of labor leaders that have emerged are 
largely the result of the union-busting 
tactics of employers. Finally, there 
has been much criticism of the person- 
nel of the Labor Board and of their 
administration of the statute. Indeed, 
the basic trouble seems to be in the 
administration of the Act rather than 
in the Act itself. Undoubtedly, a 
staff more experienced in industrial 
relations and personnel management 
would have administered the Act more 
skilfully. 

What should be done? May I sub- 
mit to you the proposition that, if em- 
ployers sincerely accept unionization 
and collective bargaining, they should 
find it desirable to advocate only a 
few changes in the Wagner Act. 

There is much talk about legislating 
responsibility into unions. This can 
be done only to a limited extent. To- 
day there is more legal liability of. 
unions than is generally recognized. 
If employers endeavor to cooperate 
with organized labor, they will de-: 
velop a businesslike and responsible 
type of labor leader. 
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The question of coercion of-employ- 
ees by unions has received consider- 
able attention. I do not think an 
amendment prohibiting coercion is 
worth fighting for. Coercion by unions 
is of little value as an organizing de- 
vice; the men coerced are likely to be 
anti-union. 


It has been proposed to take away 
the judicial power of the Board and 
_to limit its jurisdiction to prosecuting. 
Dean Landis, in his book, “The Ad- 
ministrative Process,” points out that 
in the field of regulatory activity there 
is a need for expertness and specializa- 
tion not possible under the judicial 
process—hence, the present powers of 
the Labor Board and other administra- 


tive agencies are desirable. 


It has also been suggested that em- 
ployers should be permitted to petition 
the Labor Board for elections. Proper 
administration of the Act by the Board 
would make such an amendment un- 
necessary. When an employer is ap- 
proached by one or more union of- 
ficials claiming to represent his em- 
ployees, there is nothing to prevent his 
asking the Labor Board’s advice; and 


the Board can on its own initiative © 


order an election. However, some em- 
ployers report that they have not re- 
ceived help in such cases from the 
Board. 


There has been much criticism of 
the Labor Board by the A. F. of L. 
because of the unsatisfactory manner 
in which election units have been de- 
termined. However, the Board has been 
handicapped because craft lines and 
job classifications have not been 
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clearly established in most industries. 
There is little that employers can sug- 
gest in this connection. 

In general, then, it would seem un- 
desirable for employers to fight for 
changes in the Wagner Act, other than 
those relating to protection against 
illegal strikes, jurisdictional disputes, 
and boycotts by unions against goods 
produced by rival unions. And if any 
steps are taken to propose amendments 
to the Wagner Act, they should be 
taken in cooperation with organized 
labor. By Harold B. Bergen. The 
New England Council, Boston, 1938. 


20 pages. 


The Steel Union Runs a 
Training Camp 


During 1938 the Steel Workers’ Or- 
ganizing Committee inaugurated a 
training program for union members 
which it plans to administer in easy 
doses. First of these “easy doses” 
was a training camp opened for two 
weeks last summer in southwestern 
Pennsylvania. 

Two groups—each about 90 in num- 
ber—attended camp for one week 
each. Most of the students were lodge 
officers, grievance committeemen or 
delegates from local lodges. There 
was little evidence of radical ideology 
among the trainees; primarily their 
attitude was opportunistic. 

Morning classes from 9 to 1] were 
given over to discussions of practical 
problems confronting union officers, 
such as conduct of grievance commit- 
teemen and procedure of handling 
cases. Great emphasis was placed on 
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the need to get adequate facts before 
appealing cases to management. An- 
other lively topic was the interpreta- 
tion of seniority clauses. 

Afternoons at camp were for the 
most part devoted to recreation. In 
the evening the group listened to ad- 
dresses by prominent outside speakers. 

Another noteworthy phase of the 
SWOC educational plan is the pro- 


Personnel 


Employed Wives Increasing 


There is a definite trend toward an 
increase in the proportion of married 
to single women working. This is 
evidenced by a comparison of the 32.5 
per cent of married women who are 
gainfully employed in the industries 
covered by a recent questionnaire with 
the 25.1 per cent of married women 
who were gainfully employed in 1930. 

There is a greater liberality toward 
married women employees in_ the 
South and Middle West, with the 
greatest variations of policy in the 
Middle West. 


There is a gradation of liberality 
of policy toward married women by 
type of concern—i. e., non-durable 
manufacturing, durable manufactur- 
ing, non-manufacturing. 

Twice as many firms in the office 
class as in the factory indicate that 
under no circumstances do they em- 


ploy married women. 
The offices of. industrial plants 
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gram recéntly set forth in a pamphlet 
entitled “Production Problems.” Un- 
der this plan the union proposes to 
cooperate with management in setting 
up a joint research staff to study such 
matters as elimination of waste, em- 
ployment regularization, and better 
production methods. By Frederick H. 
Harbison. Factory Management and 
Maintenance, December, 1938, p. 44:3. 


rarely have the same policies toward 
their personnel as toward the factory 
employees, and there is a tendency to- 
ward less liberality in these offices. 

In ascending order of liberality of 
policy, the rank by type of office is: 
public utilities; insurance home of- 
fices; industrial offices; wholesale con- 
cerns, mail order and chain home of- 
fices; financial concerns. 

Considerably more firms indicate 
that they retain women who marry 
while in their employ than indicate a 
policy of hiring women who are mar- 
ried. Eighty per cent of the factories 
and 66.6 per cent of the offices in- 
cluded in this survey checked the for- 
mer policy, while only 50 per cent of 
the factories and 38.6 per cent of the 
offices checked the latter. 

These are some of the major find- 
ings of a questionnaire survey covering 
154,889 women workers, which was re- 
cently completed at Purdue Univer- 
sity. By Doris Best. Personnel Jour- 
nal, December, 1938, p. 212:8. 
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Prediction of Vocational: Profi- 
ciency in Three Machine 


_ Operations 


The learning curves of 190 women 
workers in three machine processes 
were recently analyzed. Work samples 
indicating early proficiency in the op- 
erations did not seem to provide a very 
satisfactory basis for selecting em- 
ployeés because of the extensive samp- 
ling necessary to secure adequate re- 
liability and because correlations with 
output were not consistently high. They 
did, however, indicate fairly well the 
workers who reached a standard rate 
of production most rapidly. Changes 
in methods of training might, of course, 
modify any of these findings consider- 
ably, but at present selection in terms 
of éarly proficiency is hardly justified. 
By Albert B. Blankenship and Howard 
R. Taylor. The Journal of Applied 
Psychology, October, 1938, p. 518:9. 


Overtime Compensation Policies 
of 287 Companies 


Under the Fair Labor Standards 


Act, time and one-half must be paid © 


for overtime when the work week ex- 
ceeds 44 hours. But what about over- 
time above a company’s regular work- 
ing hours, but still under the legal 
maximum ? 

In a recent survey of overtime poli- 
cies of 287 concerns, it was found that 
at least 70 per cent of the companies 
reporting could work from two to 12 
hours a week overtime without running 
into the 44-hour requirement. 


Among :these companies, by far the 
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most popular-plan of compensating 
for overtime is the ‘supper money 
plan; out of the 287 concerns, 139 
pay supper money and no extra com- 
pensation for overtime. The next most 
widely used plan is no .compensation 
whatever, 96,.companies finding it un- 
necessary to give either supper money 
or any allowance for .overtime. 

Equivalent .time .off to compensate 
for overtime is another method, which 
is used by 62 of the concerns report- 
ing. Thirty-two companies pay the 
regular hourly rate for all -overtime, 
while only eight out of 287 companies 
pay time and one-half for overtime. 
Twenty-eight ‘companies allow supper 
money and equivalent time off, and 10 
companies provide supper money and 
pay the regular hourly rate. 

A number of concerns differentiate 
between monthly salaried employees 
and weekly or hourly wage workers; 
for example, one company grants sup- 
per money allowance, but no pay, to 
all employees whose salary is above 
$35 a week, and pays hourly rates for 
overtime work to all employees whose 
salaries are less than $35. 

Judging from the number of reports 
which mentioned it, there is a tendency 
to eliminate overtime from all work- 
ing schedules. American Business, 
December, 1938, p. 25:2. 


A Survey of Job Evaluation 


Two years ago the Department of 
Industrial Engineering at Northeastern 
University began an impartial and un- 
biased survey of job evaluation as 
used by industry in determining ‘base 
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rates. To achieve this objective a ques- 
tionnaire was prepared and -sent to a 
large number of progressive organiza- 
tions in the United States. The results 
of the questionnaire are here embodied 
in a most helpful and well-rounded 
presentation of job evaluation. 

Before presenting a discussion of the 
various plans of job rating in use, the 
procedures under which they were de- 
veloped, their practical applications, 
etc., as disclosed by the survey, the 
authors have included a short discus- 
sion of the history and definition of 
wages and wage components. The four 
basic plans of job evaluation are then 


briefly contrasted, and their strong and 


-weak points analyzed. Three methods 
-are given for converting point ratings 
-into-hourly wages. 


. Practically every phase of job eval- 


uation is touched on in this study, and 


various difficult questions are clarified. 
By Asa S. Knowles and Frederic C. 
Means. JN.A.C.A. Bulletin, December 
1, 1938. 36 pages. 


Personnel Conference 


The Personnel Conference of the 
American Management Association will 
be held at the Palmer House, Chicago, 
on February 15, 16 and 17. 


Benefit Systems and Incentives :.Pensions, Profit Sharing, 
Suggestions, Vacations, Stock Ownership 


How Two Companies Share 
Profits with Employees 


The Joslyn Manufacturing & Supply 
Co., of Chicago, has a profit-sharing 
plan which. typifies those that attempt 
to build a competence or “estate” for 
the employee. 


Each Joslyn employee of three 
years’ service, making $4000 or less 
annually, must participate in the plan 
or leave the company. Every payday 
5 per cent of the employee’s wages is 
deducted for payment into a profit- 
sharing and savings fund, controlled 
by a board of trustees ‘representing 
company and workers equally. The 
Management guarantees to pay into 
the fund at the end of each year .a 
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variable amount which is not less than 
10 per cent of net operating earnings, 
but not more than four times the total 
employee contributions. The fund is 
used to buy stock, and now holds half 
of the company’s $1,500,000 preferred 
shares. 

If the employee is discharged or 
quits, he gets all his own contribution 
with interest and half of the company 
contribution to his account, the rest 
reverting to the general fund. If he 
is disabled or dies, his full share is 
paid to him or his beneficiary. At 
60 he retires and draws his share, but 
the company has the option of paying 
it in 11 annual payments if it suspects 
that a lump sum would be squandered. 

Distinctive in the plan of the Bank 
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of America, begun in 1938-and cov- 
ering 81,000 employees of three 
months’ service or more, is the pro- 
vision that profit-sharing donations 
are based on salary alone, with no 
variations for length of service. The 
company sets aside a sum equal to 7} 
per cent of the salary up to $6000 a 
year, and 5 per cent above that, which 
is used for investment in the bank’s 
stock by a board of trustees. It is 
held for five years, with the employee 
receiving the dividends, and then is 
released to the employee. Afterwards 
he receives his stock each successive 
year without waiting. Delivery be- 
fore the five-year date is made in case 
of death, discharge or resignation. 
Also, the company has an optional 
pension plan. Business Week, Decem- 
ber 24, 1938, p. 29:1. 


Run Their Own Businesses 


Productive manufacturing employees 
of The Esterline-Angus Company are 
divided into small groups; all men 
working on the same orders compris- 
ing a group. A group accepts an order 
on a cost-plus basis. Cost is actual 
wages applied on the job. Profit is 40 
per cent of the difference between this 
labor cost and what the cost would be 
on a straight wage basis. The profits 
of each group are compared and paid 
once a month. 

Out of its 60 per cent share the com- 
pany pays the cost of accounting and 
provides the last word in equipment, 
which of course results in increased 
employee and company profits. The 
effect is to make each group a little 
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contracting company, in business for 
themselves, with an opportunity to 
make a profit over their wages, de- 
pending on their interest, skill and in- 
dustry. Factory Management and Main- 
tenance, November, 1938, p. 110:1. 


Employees’ Retirement and Pen- 
sion Plan of Campbell Soup Co. 


On August 1, the Campbell Soup 
Company, Ltd., inaugurated a plan en- 
abling full-time employees whose earn- 
ings do not exceed $250 a month to 
make provision for retirement and 
pensions at the age of 65. Employees 
will contribute in premiums an amount 
equal to 4 per cent of their wages, the 
company assuming the balance. 


Any full-time employee under the 
normal retirement age of 65 will be 
eligible to participate in the plan af- 
ter completion of one year’s continu- 
ous service. The plan is a voluntary 
one, eligible employees signing an ap- 
plication form which authorizes the 
required payroll deduction. Each par- 
ticipant in the plan will contribute 4 
per cent of the full amount of his 
earnings (excluding additional com- 
pensation) every month, subject to cer- 
tain limitations outlined in the group 
annuity contract. 


An employee with 20 years of past 
service who joined in the plan on Au- 
gust 1, 1938, at the age of 45, and 
works until 65, will retire with 20 cred- 
ited years of past service and 20 years 
of future service. If during this period 
he has continuously earned $120 
monthly, he will receive a retirement 
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income of $60 per month commencing 
at age 65 and continuing during his 
remaining lifetime. 

Administration of the plan is vested 
in the general manager of the com- 
pany or officers authorized by him, 
who determine employees’ rates of 
earnings for purposes of the plan. 


The plan also provides for earlier or 
postponed retirement; death benefits; 
continuation of retirement income to 
a survivor at death after retirement; 
temporary absence; termination of 
service, etc. Manufacturing and In- 
dustrial Engineering, November, 1938, 
p- 7:2. 


MARKETING MANAGEMENT 


Victory for the CIO 


The closed shop with the checkoff 
and all that it implies has arrived in 
the metropolitan department store 
world. With the signing November 30 
of a contract between Bloomingdale 
Bros., New York, and the CIO United 


Retail and Wholesale Employees of 
America, which provides for a closed 
shop, the checkoff, and an $18 mini- 
mum for all employees eligible for 
union membership, the CIO has ar- 
rived at what it believes to be in many 
respects a model contract for stores. 


Undoubtedly, from a union point of 
view, the best of all its four contracts 
with big New York stores, the Bloom- 
ingdale agreement surpasses the Gim- 
bel preferential shop, the Macy ware- 
house contract, and the Hearn closed 
shop paet in the stringency of its pro- 
visions for union protection. After a 
probationary period of four and one- 
half months, every employee, except 
buyers, detectives, confidential secre- 
taries, assistant buyers, and depart- 
ment heads, must join the union; and 
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dues of not more than $1 a month are 
deducted from his wages. The con- 
tract brings about 3000 persons into 
the union. 

Besides their $18 base salary, sales- 
people are guaranteed $1 a week in 
commission. Overtime is to be paid 
at the rate of time and one-half. The 
45-hour, six-day week remains in force. 
The union has the right of review in 
all cases of discharge involving dis- 
crimination. Reductions of force must 
be made strictly on a seniority basis, 
and the last man fired is the first to be 
rehired. However, in the definition of 
seniority, the management is given a 
leeway of four months, so that, for 
example, a clerk with three years and 
four months’ service might be equal to 
one with three years’ employment, but 
they would both be outstripped by a 
man with three years and five months 
to his credit. 

The contract sets up elaborate ma- 
chinery to guard against strikes and 
work stoppages, and also provides for 
almost perpetual renewal of its major 
clauses. 
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The department store.union contem- 
plates an extensive educational pro- 
gram for its members to improve.their 
efficiency .as salespeople and to instruct 
them in. public speaking and. union 
tactics, 

As a ‘result of the Bloomingdale 
contract, observers predict many 
changes in department store labor set- 
ups. The pattern of unionization, it is 
predicted, will be large stores first, 
and the ones with the lowest wage 
scales and least pleasant working con- 
ditions can probably expect to be ap- 
proached for negotiations before the 
higher-wage establishments. Retailing, 
December 12, 1938, p. 2:1. 


Color—Our New Star Salesman 


Within the last two decades, color 
has burst like a rocket in the merchan- 
dising world. It has become a star 
salesman for the modern merchant, 
and a handyman in a thousand ways in 
factories and places of business. It 
has proved to be a powerful excitant 
to buying moods and physical activity. 

Twenty years ago 88 per cent of all 
blankets sold were white, 95 per cent 
of all fountain pens were black—and 
every car owner knew he could buy a 
Ford in any color he wanted, provided 
it was black! Two decades have 
changed all that. Who, in 1918, would 
have considered color in a toothbrush 
handle? Very few of us. But today 
one expert has found that a red handle 
on a 10-cent toothbrush will boost 
sales; whereas on a 25-cent toothbrush 
it is comparatively a handicap—an 


camber handle, for instance, is. consid. 
erably better. 


If a commodity ‘is to be ud 
mainly by:men, experts’ may now rec- 


‘ommend a different color from that 


which should be ‘used when the: pur. 
chasers are women. According to one 
color-preference study, men prefer 
blue, red, violet, green, blue (tint) 
and orange, in that order; women pre- 
fer red, blue, violet (tint), violet, vio- 
let (shade) and blue (tint). 

Color may often be used in mer- 
chandising in more subtle ways than as 
a direct salesman. Thus, a salad 
served on a green plate has been 
found to attract more buyers than if 


served on a plain white one. White 


tile walls in a restaurant appear to in- 
hibit appetite, while warm-colored 
tiles tend to make people hungrier. 
When comedy scenes in a theater are 
played in yellow light, they seem fun- 
nier to the average audience than if 
played, say, under romantic blue 
lights. It is good salesmanship when 
the owners of a wholesale packing 
house decorate their salesroom in tur- 
quoise blue; by contrast with the cool- 
toned walls, red meat seems redder. 


Metabolism and muscular activity 
have been found to be stimulated 
under certain kinds of colored lights, 
hindered under others. Dr. Fere’s mus- 
cular-activity studies yielded results 
that.may be summarized as follows: 
under ordinary light, 23 units; under 
blue light, 24; under green light, 28; 
under yellow light, 30; under orange 
light, 35; under red light, 40. Dr..Pres- 
sey’s studies show that arithmetical ac- 
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tivity noticeably improved under red 
light. Possibilities of productive im- 
provements through the use of ‘color 
still remain largely unexplored. By 
James McQueeny and Edward Podol- 
sky, M.D. The Rotarian, January, 1939, 
p. 14:4. 


The Development of the Use Tax 


A compensatory tax on the privilege 
of using personal property which has 
been purchased at retail outside the 
state is a device to which an increasing 
number of states are resorting in an 
effort to restore business, diverted by 
the sales tax, to its normal intrastate 
channels and by so doing ‘to check the 
loss of revenue from the sales tax. 

In 1935 Washington, California and 
Ohio adopted use taxes. The Washing- 
ton act imposes a use tax of 2 per 
cent; this rate is applied to the total 
cost of the goods when used in Wash- 
ington, including not only the original 
purchase price but also the transporta- 
tion charges from the place where the 
purchase was made. In 1937 the Su- 
preme Court upheld the constitution- 
ality of this levy. 

In 1937 nine states adopted use 
taxes—Alabama, Wyoming, Utah, 
Kansas, Iowa, Oklahoma, Arkansas, 
Colorado and Michigan. Mississippi 
and Louisiana have enacted similar 
legislation in 1938. Thus 14 of the 23 
states which at present have sales, re- 
ceipts or gross income taxes have 
adopted use taxes. Two other states, 
North Dakota and Kentucky, have use 
taxes whose application is limited to 
motor vehicles. 
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Theoretically, everyone buying goods 
from merchants in another state .is re- 
sponsible for payment of the use tax, 


but practically the states depend upon 
‘the retailer for ‘its ‘collection. 


The laws of most ‘states provide for 
certain exemptions from the use tax. 
In many states, however, the law seems 
to imply that a use tax must be paid 
even if a sales tax has already been 
paid elsewhere. Concerns which or- 
dinarily do a large retail business in 
several states will be seriously bur-' 
dened -by the imposition of use taxes; 
and the states themselves may certainly 
be expected to encounter serious difh- 
culties in the collection of these taxes. 
By Henrietta C. Jennings. The Ameri- 
can Economic Review, December, 
1938, p. 684:4. 


Three Tested Methods of Basing 


Automobile Allowances 
1. The weekly mileage allowance. 


To bring the cost of operating em- 
ployee-owned cars down to the levels 
of company-operated fleets, this plan 
makes use of a sliding allowance with 
a per-mile rate that decreases in pro- 
portion to the usage of the car dur- 
ing a stated period of operation. The 
rate is figured on the theory that cer- 
tain expenses (e. g., taxes, depreciation 
and garage rental) are fixed. The ac- 
tual rate per mile allowed varies ac- 
cording to the nature of territory cov- 
ered. In some instances an additional 
allowance is granted in very hilly ter- 
ritories, or where the percentage of 
dirt and stony roads is excessively 
high. The plan assumes that the sales- 
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man will use a light car in the $600 
bracket. 

2. The variable territory plan. In 
this plan the sliding allowance idea 
has been expanded to cover variable 
expenses in different classes of terri- 
tories. The rate in Class “A” terri- 
tories—those where cars can be oper- 
ated most economically—starts at six 
cents a mile for less than 20 miles a 
week, and scales down to four cents a 
mile where 1000 or more miles a week 
are covered. The rate is approximately 
one cent a mile higher for Class “B” 
territories, and two cents higher for 
Class “C” territories. Under this plan, 
the average cost to the company is 
.0447 cents per mile, as compared with 
the average cost of four cents per mile 
for company-owned cars. But as this 
comparison allows for a certain per- 
centage of personal usage by the em- 
ployee, in the long run the personally- 
owned car may cost less than the com- 
pany-owned car. 

3. The flat rate plan. This plan 
allows salesmen on company business 
a definite daily sum to cover fixed ex- 
penses not affected by mileage driven. 
This allowance is established for a 
standard car on the basis of its cost and 
the conditions under which it is driven, 
and includes such items as local and 
state license fees, fire and theft insur- 
ance, and depreciation. The cost of 
gasoline, oil, maintenance, tires, and 
items which vary directly with mile- 
age driven is also paid at a fixed rate 
per mile, which is established for each 
car according to conditions in the ter- 
ritory in which it is used. 

Recent cuts in gasoline prices, re- 


duction in some states of license fees, 
and lower prices on cars combine to 
make this an. opportune time to read. 
just automobile allowances. A num. 
ber of companies are arbitrarily cut. 
ting one cent and even a cent and a 
half off former allowances in excess 
of four cents a mile. Others are al. 
lowing employees to charge transpor. 
tation at first-class railroad rates, per. 
mitting extra charges for garage ser. 
vice in some territories. American 
Business, November, 1938, p. 35:4. 


Do Purchases Coincide with 
Paydays? 


During the week ending November 
5, 1938, Ross Federal investigators in 
16 industrial cities interviewed 1665 
factory wage earners and their wives 
and mothers in a pioneering attempt 
to discover the relationship, if any, be- 
tween paydays and purchases. Follow- 
ing are the highlight conclusions of 
the study: 

1. In the purchase of everyday 
food and drug items the relationship 
of peak purchases and payrolls is 
largely coincidental, both falling most 
often at the end of the week. 

2. In the case of expensive items 
60 per cent of the purchases are likely 
to be made on payday or the following 
day. 

3. People are not conscious of no- 
ticing advertising to a greater extent 
on or around payday. 

4. The majority of wage earners 
have spent from 75 per cent to 100 
per cent of their pay check by the end 
of the day following payday. 
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Obviously, it should pay to con- 
centrate advertising of high-priced and 
luxury products on, or at least near, 
payday. Sales Management, December 
1, 1938, p. 16:2. 


Effects of Fair Trade Contracts 


Seventy-five per cent of the total 
sales volume in drug stores is com- 
posed of fair trade brands. After the 
establishment of fair trade contracts, 
prices in New York merchandising 
stores increased 29 per cent, and in in- 
dependent metropolitan drug stores, 2 
per cent; while in suburban stores, 
they declined 5 per cent. Minimum 
prices (often below list prices) have 
been well maintained. Price compe- 
tition has shifted to private brands and 
sundries, 

Fair trade brands comprise 80 per 
cent of liquor store volume. As a 
result of fair trade contracts, prices in 
New York merchandising stores have 
been raised 4.2 per cent. The pro- 
tected margin is high. Price wars are 
still continuing in some areas. The 
relatively high prices of liquor brands 
encourage price cuts, and the seasonal 
character of the liquor demand is an- 
other factor which affects the price 
situation. 

In tobacco stores, fair trade brands 
account for 30 per cent of total sales 
volume. -Fair trade contracts have 
raised prices 5.8 per cent in New York 
merchandising stores, reduced them 
2.5 per cent in independent metropoli- 
tan stores, and raised them 2 per cent 
in independent suburban stores. En- 
forcement of contracts is weak in met- 
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ropolitan districts, but price-cutting 
has stopped in some suburban areas. 
None of the “Big Four” cigarettes is 
covered by fair trade contracts. 

In gasoline stations 85 per cent of 
the total sales volume is in fair trade 
brands. Fair trade contracts have 
raised prices generally 10.7-11.3 per 
cent above price-war levels. By Dun- 
can Holthausen and Reinhold Wolff. 
Trade Regulation Review, Fall, 1938. 
22 pages. 


Consumers’ Cooperatives in 1937 


Both retail and wholesale coopera- 
tives continued in 1937 the progress 
made in 1936. On the basis of reports 
to the Bureau of Labor Statistics, both 
types of associations showed an aver- 
age increase in sales of slightly more 
than 16 per cent. Increases in mem- 
bership and net earnings also oc- 
curred. 

The data for the wholesale associa- 
tions, covering all the associations 
handling consumers’ goods, showed a 
total wholesale business of more than 
$53,000,000. These organizations were 
serving more than 1900 member retail 
associations, in addition to about 276 
non-member organizations. Monthly 
Labor Review, December, 1938, p. 
1312:14. 


The A & P Deals with Labor 


The Great Atlantic & Pacific Tea. 
Company has announced that it will 
become a closed shop and recognize 
the A. F. of L. as exclusive bargain- 


ing agents for its employees. The 





American Federation of Labor has 
gone on record to oppose the effort 
being made by independent retailers 
and wholesalers to put the big chains 
out of business, and secretly the word 
is passed down the line to “sink Pat- 
man.” It may not be a deal, but it 
smells like a fresh mackerel in the 
moonligat. Needless to say, the Pat- 
man bill is dead; labor will see to 
that. 

From the vantage point thus se- 
cured, union organizers will lose no 
time in reaching out for the million 


retail salespeople now ripe for organi- 
zation. Chains and independents will 
be told what they must pay their clerks 
and store employees. The cost of do- 
ing business will go skyward. And 
those independents who foolishly 
thought they could rid themselves of 
their problems by using Patman to put 
the chains out of business, may wake 
up some morning and find that the 
chains, with the help of organized 
labor, are putting them out of busi- 
ness. American Business, December, 
1938, p. 6:1. 


FINANCIAL MANAGEMENT 


Our Forgotten Inflation 


Economic machinery grinds slowly 
but it grinds surely. Conditions con- 
ducive to a third and greater price in- 
flation than those of the past two dec- 
ades are now present. Because we have 
been exposed to the disease for the 
past several years without as yet 
having developed any spots, the aver- 
age observer has dismissed the matter 
as of only theoretical. interest. 

Certain natural or normal economic 
conditions must be fulfilled before in- 
flation can exert its effect. For one 
_ thing, the deflation from.1929 to 1932 
was quite thorough; and the natural 
recovery, représenting the fulfilment 
of legitimate demands of the popula- 
tionsfor goods, is entitled.to carry fur- 
ther: Again, we must not overlook: the 


fact that in terms of gold our:unit of. 
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currency has been debased. Our price 
level in due course should advance 
proportionately to the dollar’s debase- 
ment; this implies somewhat more 
than a doubling of present prices. 
With all the credit. tools for an in- 
flation present and openly inviting use, 
there exists the grave threat that infla- 
tion—or a price rise based upon a 
speculative rather than a productive 
use of credit—will be superimposed 
upon these more normal expansive se- 
quences. But where the inflation, if 
it does come, will fool us, as it has:in 
the past; is that it develops not as a 
separate and distinct’ movement that 
all'can readily spot, but as an appent- 
age-to a‘ more orthodox expansion, 
such as is now slowly under way: 
‘Of course, inflation is not inevi-' 
table. The-American.people may exer- 
cise a wisdom not displayed by their 
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political managers and refuse to.make 
use of the credit redundance that has 
been deposited. on their doorstep. But 
inflation is probable. Walter Bage- 
hot’s lines, penned some 70 years ago, 


are trite, but their truth is too valu-. 


able to us all to permit of our ignor- 
ing them. “At particular times,” he 
wrote, “a great many stupid people 
have a great deal of stupid money. 
This blind capital seeks someone to de- 
vour it, and there is plethora; it finds 
someone, and there is speculation; it 
is devoured, and there is panic.” By 
Charles J. Collins. The Financial 
| World, December 21, 1938, p. 3:2. 


Practice in Accounting for Taxes 


Paid by Manufacturing 
Companies 

Taxes in industrial corporations in 
1937 equaled 53 per cent of corporate 
net income after taxes, according to 
data supplied by 717 manufacturing 
concerns in a study recently made by 
the National Association of Cost Ac- 
countants. While the total tax rev- 
enues of Federal, state and local gov- 
ernments in 1937 amounted to over 
one-fifth of the national income for 
that year, the tax burden: on industrial 
companies was even greater, amount- 


ing in 1937 to one-third of corporate 


income before the taxes were deducted. 

The survey also discloses that direct 
corporate taxes in 1937. amounted to 
18.5 per cent of total direct labor pay- 
rolls and 3:4 percent of sales prices 
for-the reporting companies. Figures 
from a.smaller group- of: companies 
show 1937 taxes amounting to:67.3 per 
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cent of dividends paid to stockholders: 
during the year. 

It is a little surprising to find that 
the accounting procedure of 32.9 per 
cent of the companies included in the. 
study does not provide for segregation 
of Federal income and excess profits 
taxes. However, further analysis in- 
dicates that, while Federal income 
taxes in some cases are not segregated 
in a specific account devoted only to 
such taxes, they are segregated from 
other types of expenditures in these 
cases by being recorded in an account 
to which are charged all kinds of taxes 
or all types of Federal taxes. 

The reporting companies were asked 
to list the taxes which they felt it 
would be impractical to segregate in 
such a way as to indicate the actual 
amount paid. The taxes most frequent- 
ly mentioned (in order from most fre- 
quent to less frequent) were gasoline 
taxes, sales and use taxes, custom 
duties, taxes paid with utility bills, 
and certain excise taxes. 

We should naturally expect payroll 
taxes on direct and indirect labor to 
be charged to manufacturing, and we 
find in 81 per cent of the cases that 
this is the practice followed. It is in-: 
teresting to note, however, that in 11.2 
per cent of the: companies, in the case 
of taxes on direct labor payrolls, and 
in 11.7 per cent of the companies, .in 
the case of taxes on indirect labor pay- 
rolls, the tax: is treated as:an adminis-' 
trative expense. Likewise, in: the case: 
of payroll taxes on salesmen’s salaries, 
administrative :expense- is charged by: 
21.9 per cent of the companies. These 
taxes are‘relatively new, and it is prob- 





able that as the rates increase more 
companies will join the majority in 
applying these taxes to the function 
which is charged for the labor cost 
that gives rise to the tax. 

The figures which have been given 
relate only to direct taxes; data on 
indirect taxes were not available. By 
R. P. Marple. N. A. C. A. Bulletin, 
October 1, 1938. 30 pages. 


Certified Auditse—For Whom? 


If auditors were made solely respon- 
sible to stockholders of companies 
whose accounts they audit, their posi- 
tion would be immensely strengthened. 
At present, being hired and paid by 
managements, their ethics and self- 
interest pull in opposite directions. If 
they were hired exclusively by the 
shareholders, they would not only be 
able better to detect the rare cases of 
fraud which occur, but their new im- 
portance would also serve to prevent 
dishonest acts by increasing the prob- 
ability of discovery. And even more 
significant, such a system would stim- 
ulate the invention of new methods of 
reporting earnings to give owners of 
our great corporations a clearer idea 
of just what they own. 

If corporate stockholders want to 
spare themselves the rude awakening 
experienced by the stockholders of the 
Bank of the United States, Kreuger & 
Toll and McKesson & Robbins, and if 
they would like to appraise the efi- 
ciency and ability of their manage- 
ments, they have only to appoint the 
auditors themselves. 

However, in applying this principle, 


some cautions should be observed. On 
the one hand, it is necessary to prevent 
large blocks of stock which may be 
associated with the management from 
dominating the election of auditors; 
on the other hand, it is inadvisable to 
give each stockholder the same voice 
regardless of his holdings, because a 
large number of friends of an auditing 
firm might buy one share apiece in 
order to stuff the ballot box. It is 
therefore recommended that a holder 
of a large block of stock be entitled to 
vote only on the basis of the number 
of shares which represents no more 
than $ of 1 per cent of the outstanding 
stock. By Francis G. Allen. Barron’s, 
December 26, 1938, p. 3:1. 


(A specific plan for the nomination and 
election of auditors by stockholders is pre- 
sented in this article—Editor.) 


Rising Costs and Business 
Cycle Crisis 


The profits of a manufacturing con- 
cern may rise for a time in spite of 
the fact that average unit costs are en- 
croaching upon selling prices. In any 
situation in which unit costs and sell- 
ing prices are rising at constant rates, 
the former more sharply than the lat- 
ter, and in which the number of sales is 
increasing at a uniform rate, profits 
will at first rise for a time, then fall 
(providing the situation begins before, 
and continues after, the profit peak). 
Thus profits may cease rising and turn 
downward in spite of increasing sales 
and selling prices, and without any 
change in the rates at which sales, 
prices and costs are proceeding. The 
more sharply the number of sales ix- 
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creases, the longer the profit peak is 
postponed. Profits may rise for a time 
when prices are falling and costs are 
rising (if the number of sales is in- 
creasing) ; profits may fall when both 


INSURANCE 


prices and sales are rising at fantas- 
tic rates (if costs are encroaching upon 
prices). By Randall Hinshaw. The 
American Economic Review, Decem- 
ber, 1938, p. 707:4. 


Insurance abstracts are contributed by P. D. Betterley, 
Insurance Consultant, Graton & Knight Company. 


Insurance Management—A Major 
Phase of Business Administration 


It is now evident that leaders in the 
field of business administration realize 
that insurance management involves a 
great deal more than routine purchase 
of the common types of indemnity 
policies. 

It is interesting to observe that this 
new concept—that risk can be both 
diagnosed and controlled—is analo- 
gous to the philosophy of the medical 
profession. This parallel is only na- 
tural, because risk is to our economic 
system what disease is to the public 
health; just as isolation and preven- 
tion of. disease are the province of the 
science of medicine, so detection and 
removal or control of risk are the func- 
tions of insurance management. 

The ultimate objective of insurance 
management is maximum immunity 
from loss, although it is obvious, of 
course, that losses caused by economic 
depression and similar forces beyond 
control of the enterprise, or by poor 
business judgment, are outside the 
sphere of insurance management. 
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There are no hard and fast rules 
for determining how any risk may be 
eliminated and controlled. However, 
familiarity with the origin and nature 
of the risk will generally suggest what 
should be done, and this, together with 
a working knowledge of the devices 
and methods which other concerns are 
using to combat the same risk, will 
ordinarily solve the problem. Of 
course, judgment in the choice of con- 
trol measures is very important, lest 
the means employed produce new 
risks more serious than those removed 
or curbed, or require a capital in- 
vestment or maintenance expense dis- 
proportionate to the size of the loss 
prevented. 

Indemnity cannot be utilized as the 
safeguarding media unless it is ob- 
tainable, hence an intimate knowl- 
edge of the kinds of coverage offered 
by the underwriters, and their scope 
and cost, is essential. Contrary to 
popular belief, it is not always nec- 
essary to accept the stereotyped cov- 
erages offered by underwriters. 

The phraseology of policy forms is 
a separate study in itself, as is also 
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the selection of insurance. carriers, yet 
both are vital problems of insurance 
management. The important thing to 
remember is that indemnity is the last 
line of defense against risk. Make 
certain it will stand up under any and 
all conditions. By John R. Blades. 
The Insurance Post, September, 1938, 
p. 5:3. 


- produced by the experience. 


Employee’s Refusal of Operation 


Where the qualifications of a sur- 
geon are undisputed, the mere lack of 
confidence on the part of an employee 
in such surgeon does not constitute a 
reasonable ground for refusal of a 
hernia operation tendered. by his em- 
ployer, and the employee cannot re- 
cover compensation for the hernia 
where he submits to an operation. by 
a surgeon of his own choosing. Such 
in effect-was the interesting opinion of 
the Appellate Court of Indiana in 
Pipkin vs. Continental Steel Corpora- 
tion, 16 North Eastern (2d) 984. 

As pointed out by the court, to hold 
that the employer must furnish a sur- 
geon satisfactory, to the employee 
“would be materially changing the ef- 
fect of the statute and would consti- 
tute a precedent upon which fraud and 
injustice could be logically based.” 
The Weekly Underwriter, November 
19, 1938, p. 1061:1. 


Preferred Risk Auto Rate Plan 


Details of the preferred risk rating 
plan for automobile bodily injury and 
property damage on private passenger 
cars in New York State are being com- 


pleted by the special committee ap- 
pointed by the Superintendent of In. 
surance. The plan may be made ef- 
fective in a few weeks. 

The proposed plan is based on a 
lower rate for drivers who do not 
have serious or repeated accidents, 
These rates will be “manual” and 
somewhat lower than average rates 
A sur. 
charge will be made for those drivers 
who sustain serious or repeated acci- 
dents. An accident will be defined as 
an occurrence “in ‘connection’. with 
which a claim has -been paid, a re- 
serve has been set up, or a suit is 
pending. 

‘Manual ‘rates will be used’ where 
the insured car has" not been involved 
in more than one property damage ac- 
cident during the experience period of 
21 consecutive. months ended three 
months prior to the ‘inception of the 
policy. The Eastern Underwriter, Oc- 
tober 21, 1938,“p: 34:1. 


New Outline of Insurance Study 


An outline for a new type of in- 
surance éducational course was recent- 
ly prepared by Ralph H. Blanchard, 
professor of insurance at Columbia 
University. ‘ Mr. Blanchard envisioned 
a course which ‘would stress the fur- 
damental unity of insurance and would 
leave the student in. a state where he 
would be able to do, critical thinking 
on insurance problems rather than on 
problems connected with any one 
phase of the business. According to 
Mr. Blanchard, .a man can best learn 
the general purpose of insurance and 
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the interrelations of its instruments 
through education and can best learn 
a particular job by training on and 
in connection with that job. 
Declared Mr. Blanchard: “I sug- 
gest that university insurance courses 
should be organized along functional 
lines. The topics which might well be 
treated in such a course follow: 
“The insurance mechanism; eco- 
nomic theory of insurance; con- 
tracts (including adjustments),; , 
carriers, including self-insurance; 
theory of probability; premium 
rates; reserves; underwriting; - 
financial statements; prevention; 
organization of- carriers—(a)- in- 
ternal, (b) inter-carrier; State reg- 
ulation; . buying insurance; social 
insurance.” 
New York Journal of Commerce, Oc- 
tober 5, 1938, p..9:1. 


Mutual Assessments Obviated 
by New Code 


How mutual companies may issue 
non-assessable policies. in New York 
State under the proposed .new _insur- 
ance code was recently described by 
Superintendent Louis H. Pink of the 
New York State Insurance Depart- 
ment. 

“One of the fundamental differences 
between stock and mutual insurance 
which has existed in the past-seems in 
the way of being bridged. The present 
trend in mutual insurance seems to be 
to accumulate surplus funds sufficient- 
ly large so that assessments will not 
be required. The new code does per- 


mit the issuance of such policies under 


. 
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certain safeguards. While this ten- 
dency is away from the old theory of 
mutual insurance, it is worthy of trial 
and. may prove to be for the best in- 
terests of the companies and policy- 
holders alike.” The Weekly Under- 
writer, October 8, 1938, p..717:2. 


“Hold Harmless” and the 
Contractor 


The contractor is often faced with 
a problem much more complicated 
than problems which he must solve in 
performing a contract. The problem 
we speak of is commonly known as the 


“hold harmless” dr “indemnification” 


clause found in today’s contracts—so 
ambiguous and so unlimited that it 
has no definite or absolute solution. 

The contractor assumes .a_responsi- 
bility known commonly as “contrac- 
tual liability,” whereby he waives the 
rights his insurance carrier would 
otherwise have had against parties at 
fault. It is therefore necessary, in 
order to get the proper protection from 
the policies, to endorse. them, extend- 
ing coverage to include the assumed 
liability. 

The underwriters usually see. the 
possibility of the occurrence of some 
catastrophe which will cost them thou- 
sands of dollars. This usually means 
the imposition of a large premium 
charge, so large that it will cause a 
loss on a job which might otherwise 
produce a profit. 

“Hold harmless” agreements usually 
fall under one of the following gen- 


eral groupings: 





1. The contractor agrees to hold 
the principal harmless for acts, omis- 
sions or negligence of the contractor 
arising out of work to be performed. 

2. The contractor agrees to hold 
the principal harmless for acts, omis- 
sions or negligence of the contractor 
arising out of the work, and each 
agrees to be equally responsible for 
their joint negligence. 

3. The contractor agrees to hold 
the principal harmless for acts, omis- 


sions, negligence et cetera, except for 
injuries or damage due to the sole 
negligence of the principal. 

4. The contractor agrees to hold 
the principal harmless for acts, omis. 
sions or negligence of the contractor 
or otherwise including the negligence 
of the principal. 

There are numerous variations and 
combinations of the above groupings. 
By J. Fred Helmus. The Insurance 
Broker-Age, November, 1938, p. 3:3. 





Survey of Books for Executives 





American Labor. By Herbert Har- 
ris. Yale University Press, New 
Haven, Conn., 1939. 459 pages. 
$3.75. 


For hosts of Americans, unionism 
is something that grew out of the de- 
pression. They are aware that prior 
to that time, when the American Fed- 
eration of Labor, Samuel Gompers and 
Eugene V. Debs were making the head- 
lines, strikes had occurred that caused 
commodity shortages. But,-to them, 
all this history has little to-do with 


such realities as the CIO, pickets, the 


United Automobile Workers, sit-down 
strikes, John L. Lewis, and William 
Green. 


The fact is that current manifesta- 


of Independence. Indeed, the first 
union was established in 1794, and the 
first strike took place in 1799. The 
unionists won the strike, incidentally. 

This book by Herbert Harris traces 
unionism’s growth from colonial times 
to our own day. For the close ob 
server of current labor conditions, the 
volume is an interesting study in cor 
trasts. For example, contrast the fol- 
lowing statement by an early colonial 
jurist with some recent court pro 
nouncements in labor cases: “In every 
point of view, this measure (strike) is 
pregnant with public mischief ané 
private injury . . . tends to demoraliz 
the workmen . . . destroy the trade of 
the city, and leave the pockets of the 
whole community to the discretion o 


the concerned. . . A combination d 
workmen to raise their wages may lt 
considered from a twofold point d 


tions of unionism are but part of the 
“Great Movement” which began only 
shortly after America fought its War 
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view: One is to benefit themselves . . . 
the other is to injure those who do not 
join their society. The rule of law 
condemns both. . .” 

Author Harris has done a remark- 
able job in tracing the growth of labor 
opinion and philosophy since the day 
when those words were uttered. It is 
a history that could be told in aca- 
demic and dispassionate fashion or in 
a vivid and sympathetic vein. Mr. 
Harris has chosen the latter course and 
has written a book which, despite any 
other faults it may possess, is emi- 
nently readable. 

The volume is sympathetic to labor’s 
cause. It covers the development of 
the United Mine Workers, the carpen- 
ters’ union, the textile workers, the 
railroad unions, and the United Auto- 
mobile Workers of America. It de- 
scribes the country’s major strikes, the 
coal region’s Molly Maguires, the com- 
ings and goings of state militias, the 
fights between union officials and com- 
pany heads, and the quarrels between 
unionists and Presidents of the United 
States. 

Of the present National Labor Rela- 
tions Board, Mr. Harris says: “. . . the 
Board has disposed of some 16,770 
cases, affecting an estimated 3,981,052 
employees, with an even-tempered hon- 
esty and reasonableness that recom- 
mend themselves to its detractors, and 
render it one of the most valuable 
public agencies in American society.” 
This is the author’s personal view. He 
lists among the Board’s “detractors” 
the National Association of Manufac- 
turers, the A. F. of L. and the CIO. 


Among his conclusions Mr. Harris 
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remarks: “The very job-consciousness 
of the American unionist today 
prompts him more and more to insist 
that, if the depression continues, the 
government either introduce new price, 
profit, production and wage controls 
in moribund industries or take them 
over and manage them itself. Barring 
a war boom, he will keep pressing for 
this kind of action; not because he 
wants the socialization of industry, but 
because some way, it seems to him, 
has to be found for employing the 
unemployed and increasing the nation- 
al output of food and shelter and cloth- 
ing. He has made up his mind that 
the promise of life, liberty and the 
pursuit of happiness which is still the 
mainspring of his spiritual being must 
be met in fuller measure despite all 
the difficulties of a day in which the 
tallow-candles are gone and the Con- 
estoga wagons no longer rumble over 
the old Cumberland road, westward to 
the prairie and again westward to the 
sea.” 


Social Problems in Labor Rela- 
tions. By Paul Pigors, L. C. Mc- 
Kenney and T. O. Armstrong. Mc- 
Graw-Hill Book Company, Inc., 
New York, 1939. 325 pages. $3.00. 


The acknowledgment is not infre- 
quently made that industrial relations 
plans and policies that appear work- 
able and logical while they are on 
paper often go awry and fail to func- 
tion when applied to practical situa- 
tions. The individual who cannot un- 
derstand why this should happen will 
widen his comprehension considerably 
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by reading this book, which is made 
up of case reports of industrial rela- 
tions problems in typical plants. The 
authors who collaborated on the book 
carried on their observations for two 
years in the employment offices, per- 
sonnel departments and shops of two 
large firms. 

They found that industrial relations 
problems:are so fraught with variables 
that it is next to impossible to set 
them down in neat, logical terms and 
then work out precise and reasonable 
solutions. Industrial relations, they 
found, are very largely composed of 
non-logical elements that arise from 
social and emotional factors. 

The authors discovered “. . . abun- 
dant evidence that the behavior of the 
worker is essentially non-logical, and 
that it is not so much affected by the 
logic of operating systems as by feel- 
ings and social codes. For example, 
the meaning of such concepts as ‘fair,’ 
‘discrimination,’ ‘similar work,’ ‘versa- 
tility,’ ‘normal output,’ ‘quality of 
work,’ ‘conduct,’ ‘cooperation,’ ‘skill,’ 
‘reasonable,’ ‘monotonous,’ etc., is for 
the worker emotionally conditioned 
and not subject to objective verifica- 
tion. These sentiments and social 
codes complicate the management- 
worker relationships and often make 
them very different in fact from their 
appearance on a logical and technic- 
ally correct organization chart.” 

The book is one of the most prac- 
tical and helpful that has appeared on 
the subject in some time. The actual 
case studies which are included cover 
the most important phases of employ- 
er-employee relations, such as: selec- 
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tion of workers, transfers, employee 
rating and layoff procedure, discharge, 
employee training, length of service, 
wage administration, wage attachments 
and loans to employees, hidden pen. 
sions, industrial safety, working condi. 
tions, suggestions from employees, va. 
cations, compensation for accidents, 
union-management cooperation, and 
personality problems. To illustrate 
the practical problems arising under 
each of these categories the authors 
make use of narrative, dialogue and 
letters. 

For business executive and student 
alike this volume should prove il. 
luminating. The reader will frequently 
find himself attempting in his own 
mind to devise a solution for each 
case that is presented. In no other 
similar work have we seen the trials 
and problems of the personnel execu- 
tive so realistically and objectively 
portrayed. 


Income and Consumption. By 
Roland S. Vaile and Helen 6. 


Canoyer. Henry Holt and Com. 
pany, New York, 1938. 394 pages. 
$2.25. 


A better title for this book might be 
“The Economic Meaning of Everyday 
Things,” because it is an inquiry into 
the economics of living and human ac. 
tivity. As pointed out in the book's 
editorial foreword, the authors have 
confined themselves to everyday terms 
in describing each problem. 

Some readers will scarcely believe 
that, from one point of view, their 
income is not what they make but what 
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they spend, not what they get but what 
they use. Others may never have con- 
sidered the effects of Dr. Townsend’s 
plan on children’s and young people’s 
needs and the markets that supply 
them. Other readers may find that 
the need for economic security is not 
so real as they think—that perhaps 
insecurity may be highly desirable. 
Still others may suddenly realize that 
it might be best to train women more 
than men in consumer economics, since 
women do the lion’s share of the buy- 
ing in the United States, and that the 
schools may therefore have a responsi- 
bility which they have hitherto ne- 
glected. 

Anyone who reads this book cannot 
fail to be stimulated (often, perhaps, 
to the point of disagreement) by the 
interesting concepts of economic life 
which the authors present. 


Insurance and Annuities from the 
Buyer’s Point of View. By E. C. 
Harwood and Bion H. Francis. 
American Institute for Economic 
Research, Cambridge, Mass., 1938. 
171 pages. $2.50. 


Appearing now in its tenth edition, 
this volume is a rather well-known 
guidebook containing counsel for the 
insurance buyer. While it is written 
in simple and understandable terins, 
it is more than a mere primer and 
should prove helpful to all types of 
life insurance buyers. 

The authors’ main point in writing 
the book is their contention that the 
art of selling has developed to such 
an extent that the buyer’s point of view 
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is lost sight of. After analyzing hun- 
dreds of individual insurance prob- 
lems, the authors believe that most 
men have been “sold” their life insur- 
ance. Not enough men, they find, 
really know whether or not the poli- 
cies in which they are investing such 
a large portion of their annual savings 
are the best and cheapest contracts 
available which meet their especial 
needs. 

The book’s various chapters describe 
the general principles of life insurance 
from an actuarial standpoint, the vari- 
ous kinds of policies and their suita- 
bility, insurance benefits, the selection 
of life insurance companies, the an- 
nuity principle, and other related 
topics. 


Government Price-Fixing. By Jules 
Backman. Pitman Publishing Cor- 
poration, New York, 1938. 304 
pages. $3.00. 


Government price-fixing, so unpopu- 
lar as a phrase but so widely accepted 
in practice, is here studied in all its 


manifestations. The efforts that have 
been made in this connection at other 
times and in other places, and the 
measures by which the New Deal has 
sought to carry out its basic idea of 
government responsibility for the eco- 
nomic well-being of the citizen, are 
all discussed as to theory and practice. 

The author states that he is not one 
who feels that the doctrine of laissez 
faire is practicable under all condi- 
tions, but he does not hold to the view 
of letting the government do every- 
thing. “There is a middle ground,” 





he says. “As society becomes more 
complex the number of activities un- 
dertaken by the government must nec- 
essarily increase. Abuses developed 
in industry should be corrected. But 
correction means the elimination of the 
sore spots and not necessarily a com- 
plete control over an industry. The 


burden of proof must rest upon the 
government, whenever it undertakes to 
expand its sphere of influence. In ad. 
dition, when the evidence is amassed, 
it should be honest and not doctored 
up to prove a point. The ‘short yard. 
stick’ offered in the TVA experiment 
is a case in point.” 





Briefer Book Notes 





NATIONAL INDUSTRIAL ADVERTISING BUDGET SURVEY: 1938 Report. Na- 
tional Industrial Advertisers Association, Inc., Chicago, 1938. 19 pages. $2.00. Industrial 
advertising appropriations for 1938 are herein tabulated on the basis of an over-all average 
for the 164 companies supplying data; following this is a series of breakdowns showing the 
effects on advertising budgets of the nature of the product, size of the company, number of 
prospects to be reached, number of items in the line, and selling price. 


THIS IS DEMOCRACY. Collective Bargaining in Scandinavia. By Marquis W. Childs. 
Yale vty Press, New Haven, Conn., 1938. 169 pages. $2.50. A history of labor's 
achievements through collective bargaining in the northern democracies, Sweden, Norway 
and Denmark. The book includes interesting chapters on employers’ associations, the re 
lationship between the farmer and the worker, the cooks and housemaids union, company 
towns, and the white-collar trade unions. 


THE GEOGRAPHY OF READING. By Louis R. Wilson. American Library Asso- 
ciation and The University of Chicago Press, Chicago, 1938. 481 pages. $4.00. A study 
of the distribution and status of libraries in the United States. Distribution is indicated by 
tables, maps and regional summaries; and this geographical pattern is compared with that 
of other facilities for education and communication. e author also considers causes and 
significance of inequalities in library distribution, and suggests means to effect greater 
equalization of library resources throughout the nation. 


PROBLEMS IN ACCOUNTING. By Windsor Arnold Hosmer. McGraw-Hill Book 
Company, Inc., New York, 1938. Second edition. 689 pages. $5.00. The problems in 
Part I of this casebook give a general picture of the structure and functions of principal 
accounting statements and the meaning of accounting terms. Part II deals with book- 
keeping; and Part III is concerned with problems in substantive accounting. 


CAPITAL CONSUMPTION AND ADJUSTMENT. By Solomon Fabricant. National 
Bureau of Economic Research, New York, 1938. 271 pages. $2.75. This study may be con 
sidered a part of the National Bureau of Economic Research analysis of capital formation. 
Economic measures of capital consumption and capital adjustment are developed and ap- 
plied to the interpretation of book values of capital assets and changes in these book values. 


THE BRANDEIS WAY. By Alpheus Thomas Mason. Princeton University Press, 
Princeton, N. J., 1938. 336 pages. $3.00. A case study in the workings of democracy. Mr. 
Mason analyzes philosophical, functional and institutional implications of Massachusetts 
savings bank life insurance in terms of the democratic process. The socio-political philosophy 
of its founder, Louis D. Brandeis, is examined. The author interprets his struggle to obtain 
- protection for the workers of Massachusetts as a practical approach to successful 

emocracy. 
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CIVIL LIBERTIES AND INDUSTRIAL CONFLICT. By Roger N. Baldwin and Clar- 
ence B. Randall. Harvard University Press, Cambridge, Mass., 1938. 137 $1.50. 
A compilation of lectures delivered at Harvard by Messrs. Baldwin and Randall. 
authors discuss industrial strife from different angles and express widely divergent views. 
Roosevelt’s re-election, the National Labor Relations Act, odliestiee bargaining, and civil 
liberty for employer as well as employee are some of the topics touched on. 


ECONOMICS OF TRANSPORTATION. By D. 7 Locklin. Business Publications, 
Inc., Chicago, 1938. Revised edition. 863 pages. $4.00. New material in the revised 
edition of “Economics of Transportation” includes a chapter on pipe lines and one on 
transport coordination. A description of the — ‘of the Motor Carrier Act of 1935 
has been added to the discussion of regulation of highway transportation; and the provisions 
of the Civil Aeronautics Act of 1938 are outlined in the chapter on air transportation. Spe- 
se attention is paid to those aspects of transportation which involve questions of public 
policy. 

EFFECTIVE COLLECTION METHODS. By Edward Hall Gardner and Frank A. Fall. 
The Ronald Press Company, New York, 1938. Revised edition. 472 pages. $4.00. The 
collection methods discussed in this volume apply to accounts between business 
personal debts of individuals, accounts involving large sums of money, and petty accounts 
of a few dollars. Practically all types of collection techniques are described. The psy- 
chology of the delinquent customer, the application of the principle of resale in collections, 
and the psychology of collection correspondence are also considered. 


THE CONSUMER-BUYER AND THE MARKET. By Jessie V. Coles. John Wiley 
& Sons, Inc., New York, 1938. 596 pages. $3.50. This textbook deals with problems, 
habits and motives of the consumer-buyer; structure, functions and costs of the market; 
consumer credit; price problems; relationship of selling devices to consumers; and govern- 
ment aid and protection for consumers. A program for improving the situation of the 
consumer-buyer is outlined. 


BUSINESS ORGANIZATION AND PROCEDURE. By Elvin F. Donaldson. McGraw- 
Hill Book Company, Inc., New York, 1938. 579 pages. $4.00. A textbook covering non- 


corporate forms of business organization; corporations and problems connected with their 
organization; and the various types of combinations and their legality. The rights, powers 
and liabilities of stockholders, officers and directors are given detailed treatment. 


THE HANDBOOK OF ADVERTISING. Edited by E. B. Weiss, F. C. Kendall arid 
C. B. Larrabee. McGraw-Hill Book Company, Inc., New York, 1938. 530 pages. $5.00. 
The full range of advertising activities, from copy-writing to consumer contests, is covered 
specifically and thoroughly in this manual. Current advertising practices are outlined 
and future possibilities explored. Various authorities have contributed chapters on radio 
advertising, agency organization, advertising appropriations, window displays, etc. 


DOW'S THEORY APPLIED TO BUSINESS AND BANKING. By Robert Rhea. 
Simon and Schuster, New York, 1938. 131 pages. $2.00. A brief summary and explanation 
of the Dow theory, its history and its record of accuracy in forecasting stock market move- 
ments. Simply and concisely Mr. Rhea analyzes the application of this theory to the 
prediction of business trends and movements. Specific examples of. its value to business 
men are given. 


INTRODUCTION TO FEDERAL TAXATION (1938 Act). By George T. Se 
Commerce Clearing House, Inc., New York, 1938. Second edition. 238 pages. $2.00. In 
non-technical terms Mr. Altman outlines the fundamental principles underlying Federal 
taxation, as exemplified in the income, excise, gift and estate taxes. The development of 
his theme is based on decisive opinions of the Supreme Court concerning the nature, scope 
and limitations of Federal taxes. 


CONSUMER INCOMES IN THE UNITED STATES. Their Distribution in eo 
National Resources Committee. United States Government Printing Office, Washin oe © 
1938. 104 pages. 30 cents. This report presents the first estimates in this fiel 
a nation-wide canvass of family incomes. These estimates were developed from data = 
over 300,000 families. A broad, national picture of the division of income among the 
American people is provided in the study. 
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THE COST PRINCIPLE IN MINIMUM PRICE REGULATION. By Herbert F. Tag. 
art. Bureau of Business Research, University of Michigan, Ann Arbor, 1938. 182 pages, 
$1.00. This study complements the author’s “Minimum Prices Under the NRA,” which wag 


published in 1936. Mr. Taggart indicates in detail the technical difficulties of defining cogt 

"in order to facilitate legislation forbidding sales below cost to the seller. Problems of the 
application i cost formulae are considered, and some of the approaches to their solution 
are examined. 


CORPORATE ORGANIZATION AND MANAGEMENT. By Maurice H. Robinson, 
LaSalle Extension University, Chicago, 1938. 294 pages. $2.50. In this textbook the 
nature and functions of various forms of business organizations are outlined. Professor 
Robinson discusses the comparative efficiency of the different forms of organization, and 
the political, social and industrial conditions affecting them. The concluding chapter con. 
cerns forms used in corporate management, such as the certificate of incorporation, under. 
writing agreement, and articles of co-partnership. 


YEAR-BOOK OF LABOUR STATISTICS: 1938. International Labour Office, Wash. 
ington, D. C., 1938. 267 pages. $1.50. A compilation of world statistics on population, 
employment and unemployment, hours of work, wages, cost of living and retail prices, 
workers’ family budgets, migration, industrial disputes and economic activity. An intro. 
‘ductory note to each section describes the features of each type of statistics and the reser. 
vations they call for. 


CHAIN STORE TAX LAWS. Commerce Clearing House, Inc., New York, 1937. 102 
pages. $1.00. The full texts of state chain store tax laws, as of November 15, 1937, are 
reproduced in this volume. Highlights of chain store taxation are discussed and the prim. | 
cipal features of each tax law presented in tabular form. 


CHARCO CHARTS: 1938. Casualty and Surety Edition. Reviewers Charts Corpora. _ 
tion, New York, 1938. 313 pages. $5.00. Information on 150 casualty and surety com- 
panies is contained in these charts. Assets in stocks and bonds, loss reserves, and pre 
miums written in 1937 are listed and classified. The 10-year record of each company,” 
showing the movement of assets, capital, use of earnings, etc., is also charted. 


GENERALISATION OF THE REDUCTION OF HOURS OF WORK. International” 
Labour Office, Washington, D. C., 1938. 1220 pages. Part I of this study deals with in 
dustry, commerce and offices; Part II, with rail, inland water, and air transport; Part Ti 
with coal mines; and Part IV, with statistics of hours of work in industry, commere 
‘transport and mining. 


HOW TO PROMOTE COMMUNITY AND INDUSTRIAL DEVELOPMENT. By 
Frederick H. McDonald. Harper & Brothers, New York, 1938. 260 pages. $3.00. A prac 
tical approach to the problem of the location and relocation of industries for the welfare 
and a ement of both the corporation and the community. Mr. McDonald describes” 
the effects of industrialization on agriculture, transportation, highway and power develop. 
ment, business and community growth. : 


FINANCIAL INSTRUMENTS AND INSTITUTIONS. A Case Book. By Robert 
Masson and Samuel S. Stratton. McGraw-Hill Book Company, Inc., New York, 1938. 
pages. $4.00. A study of financial management. The book is intended as a companion 
volume to “Problems in Corporation Finance,” by the same authors. The cases selected relate 
to: capital and capitalization, working capital and permanent capital, and the sources and 
costs of business capital; types of financial instruments used for defining the rights of com 
tracting parties in financial transactions; types of institutions that compose the financial 
system in the United States; and questions of public control. 


COMMERCIAL BANKING LEGISLATION AND CONTROL. By A. M. Allen, S. Ry 
Cope, L. J. H. Dark and H. J. Witheridge. The Macmillan Company, New York, 1938. 513 
pages. $4.50. The main principles of commercial banking legislation are outlined in this 
volume, and banking codes in the principal countries of the world are examined. Some hie 
torical background is included. 
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